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SUBJECT: LPDR FREE MARKET RATE FOR DOLLARS 
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1 . ON JUNE 15, 1977, ONE YEAR TO THE DAY AFTER THE 

LPDR INTRODUCED THE NEW "LIBERATION KIP" CURRENCY, THE 
PREE MARKET KIP EXCHANGE RATE REACHED AN ALL TIME HIGH 
OP 1900 KIP PER US DOLLAR. THE OFPICIAL KIP RATE IS 200 PER 
U.S. DOLLAR. ON JUNE 8, 1976, ONE WEEK BEFORE 
IT WAS REPLACED, THE "VIENTIANE KIP" HAD A FREE 
MARKET EXCHANGE RATE OP 12,000 AND OFPICIAL RATE OP 
1200 KIP PER DOLLAR. WHEREAS, ONE YEAR AGO THE PREE 
MARKET WAS TEN TIMES THE OPFICIAL RATE, TODAY IT IS 
AGAIN ALMOST TEN TIMES THE OFPICIAL RATE DESPITE 
CONCERTED GOVERNMENT EPPORTS TO CONTROL IT. 
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2. THE INCREASE IN THE FREE MARKET RATE PROM 1400 KIP 
MAY 12, 1977 TO 1900 JUNE 15 IS THE SHARPEST INCREASE 
IN A SINGLE MONTH'S TIME SINCE THE NEW "LIBERATION 

KIP" WAS INTRODUCED. ONE WELL INFORMED LAO LINKED THE 
RECENT PREE MARKET RATE INCREASE TO EROSION OP PUBLIC 
CONPIDENCE BECAUSE SEVERAL HIGH RANKING OFPICIALS ON 
THE VIENTIANE MUNICIPAL COMMERCIAL COMMITTEE WERE 
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ARESTED IN MAY. SOURCE TOLD EMBOFE THAT THE CHIEF OF 

THE COMMERCIAL COMMITTEE, KHAMTEM KALINYA, HAD 

REPORTEDLY ADMITTED TO STEALING OVER $100,000 HE 

OBTAINED BY SELLING THE STOCKS OF PRIVATE MERCHANTS 

THAT HAD BEEN CONFISCATED BY THE GOVERNMENT, REPORTED REF A. 

3. ANOTHER WELL INFORMED INDIAN SOURCE TOLD EMBOFE 
THAT MANY INDIAN MERCHANTS BELIEVE THAT THE FREE 
MARKET RATE FOR DOLLARS HAS INCREASED SHARPLY IN 
VIENTIANE BECAUSE DOLLARS ARE BEING TAKEN TO VIETNAM, 

LEAVING THE VIENTIANE DOLLAR MARKET IN SHORT SUPPLY. 

INDIAN AND LOCAL VIETNAMESE SOURCE SEPARATELY TOLD 
EMBOFF THAT THE DOLLAR-GOLD TRADE BETWEEN VIENTIANE 
AND HANOI, REPORTED REF B, HAS INCREASED WITHIN LAST 
TWO MONTHS AS MORE LAO AND VIETNAMESE NATIONALS HAVE 
JOINED SOVIETS IN THE TRADE. 

4. A THIRD SPECULATION SHARED BY SEVERAL SOURCES IS 
THAT THERE HAS BEEN AN INCREASE IN THE NUMBER OF LAO 
FLEEING TO THAILAND DURING THE PAST MONTH WHO HAVE 
SOLD THEIR KIP SAVINGS IN VIENTIANE FOR DOLLARS, 

CAUSING THE FREE MARKET RATE TO INCREASE, REPORTED REF C. 

5. INDIAN SOURCES ALSO TOLD EMBOFF THAT MANY MER- 
CHANTS AND MONEY CHANGERS BELIEVE ANOTHER CURRENCY 
CHANGE IS IMMINENT AND ARE KEEPING THEIR WEALTH IN THE 
MORE STABLE DOLLAR CURRENCY. 

6. COMMENT: RUMORS, SO EASILY GENERATED IN AN UNSTABLE ECONOMIC 
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ENVIRONMENT, MAY THEMSELVES BE THE CAUSE OF THE RECENT 
RUNAWAY FREE MARKET KIP RATE. 
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